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LOCAL RETAIL SALES AND USE TAXES
RCW 82.14 and RCW 81.104.170

Tax Base Same as the state retail sales and use taxes.  However, the local 0.5 percent
food/beverage tax in King County applies only to prepared food and beverages sold
by restaurants, taverns and bars.

Tax Rate

Washington State law provides for thirteen different types of local sales and use taxes. 
These are: a 0.5 percent "basic" tax for cities and counties; an "optional" tax of up to 0.5
percent for cities and counties; a tax that ranges from 0.1 to a maximum of 0.9 percent for
transit purposes; a tax of up to 1.0 percent to fund high capacity transportation; separate
taxes of 0.1 percent each for criminal justice, public facilities, county correctional facilities
and zoos; two state-credited taxes to finance professional sports stadia; and two state-
credited taxes to support rural counties and regional centers.  In addition, there is a unique
local sales tax of 0.5 percent which only applies to prepared food and beverages in King
County.  Each of these is described in more detail below.

The 0.5 percent food/beverage tax in King County does not apply to all taxable purchases. 
Some local sales taxes are restricted to certain counties, e.g., the 0.1% tax for correctional
facilities, the 0.1% tax for zoos, and most of the state-credited taxes.  Excluding these taxes,
the maximum possible combined local sales tax rate that could apply to all taxable items
under current law is now 3.1 percent.  This makes the potential maximum combined state
and local rate equal to 9.6 percent.

The highest aggregate local rate currently levied (January, 2002) is 2.4 percent, which
applies in most of Snohomish County, except within the city of Everett and the
unincorporated area outside of the transit district.  Thus, the highest state and local sales tax
rate is now 8.9 percent and this applies in the southern part of Snohomish County.  The
local sales tax rate in most of King County is 2.3 percent for a combined state and local rate
of 8.8 percent. Portions of Pierce County within the regional transit district and all of Kitsap
County have a combined local tax rate of 2.0 percent (8.5 percent total rate).  In most other
areas of the state the local tax rate ranges from 1.0 to 1.7 percent (7.5 to 8.2 percent total
rate).  All of Asotin County and parts of Klickitat and Skamania counties have the lowest
local sales tax rates at 0.5 percent.

CITIES:  RCW 82.14.030 allows cities to levy a basic 0.5 percent sales and use tax rate,
plus an optional tax at rates ranging from 0.1 to 0.5 percent.  Currently there are 280
incorporated cities and all of them levy the basic 0.5 percent tax.  Seven cities, generally
those in border areas, levy only the basic 0.5 percent tax and none of the optional tax; the
remaining 273 cities levy both the basic tax and at least some portion of the optional tax. 
Cities also receive local sales tax revenues from the criminal justice tax that is levied by
counties and from transit rates levied by some municipalities.
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COUNTIES:  Under the same statute, counties may levy the same rates as cities.  Currently,
35 counties levy the full 1.0 percent tax; three counties, Asotin, Klickitat, and Skamania,
levy all of the basic and none of the optional tax, while Clark levies the basic and 0.3
percent of the optional tax.  Counties also receive local sales tax revenues from the criminal
justice and correctional facilities taxes, the rural county tax, and transit and public facility
rates levied by countywide districts.

TRANSIT:  Under RCW 82.14.045 there are 23 cities, counties or public transportation
benefit areas (PTBAs) that levy a local sales and use tax rate to finance local bus systems. 
Rates for the local tax may range from 0.1 to 0.9 percent.  As of January, 2001, the
Snohomish County PTBA is the only jurisdiction to levy the full 0.9 percent.  King County
and the Kitsap County PTBA levy a 0.8 percent rate.  Five districts, Grays Harbor County,
and PTBAs in Clallam, Jefferson, Island, and Mason counties levy a rate of 0.6 percent. 
The Chelan-Douglas PTBA levies a 0.4 percent rate.  Grant County and the Skagit County
PTBA levy a 0.2 percent rate; and two PTBAs in Cowlitz and Lewis counties levy the
minimum rate of 0.1 percent.  The remaining 10 districts levy a 0.3 percent rate.  These
include the cities of Everett and Yakima, Pacific County, and PTBAs in the following
counties: Benton-Franklin (single district), Clark, Pierce, Spokane, Thurston, Walla Walla,
and Whatcom.

HIGH CAPACITY TRANSIT:  RCW 81.104.170, established in 1990, authorizes an
additional local sales/use tax of up to 1.0 percent.  This tax may be levied, if approved by
the local voters, by cities that operate transit systems, county transportation authorities, King
County Metro, or a PTBA, but the proceeds must be devoted to a high capacity
transportation system (e.g., a light rail system or other form of transit which operates on an
exclusive right-of-way).  If the county also levies a local sales/use tax of 0.1 percent for
criminal justice programs, as described below, then the maximum rate of the tax for high
capacity transit is 0.9 percent.  The Regional Transit Authority in King, Pierce and
Snohomish counties obtained voter approval of such a tax in November, 1996.  Pursuant to
this authority a local sales tax of 0.4 percent was implemented throughout the RTA district
covering the urban area of these three counties on April 1, 1997.

CRIMINAL JUSTICE:  RCW 82.14.340, adopted in 1990, establishes an additional local
sales/use tax of 0.1 percent for criminal justice programs.  This tax may be levied only by
counties, although the receipts are shared with cities.  Imposition is subject to potential
referendum by the voters.  Currently, 30 counties are levying the tax.

PUBLIC FACILITIES:  RCW 82.14.048 provides for an additional 0.2 percent local sales
and use tax to be used for acquisition, construction and operation of public facilities, such as
sports and entertainment facilities.  This tax was established in 1991 at a rate of 0.1 percent.
Authority to levy a rate of up to 0.2 percent was provided in 1999.  The tax is levied by the
board of a public facilities district, established under Chapter 36.100 or Chapter 35.57
RCW.  To date, the tax has been imposed only in Spokane County to finance the Spokane
Arena, and the tax rate remains at 0.1 percent.  (See regional centers tax below.)
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CORRECTIONAL FACILITIES:  RCW 82.14.350 establishes a local sales/use tax of 0.1
percent for construction and operation of juvenile detention facilities and jails.  The tax may
be levied by counties with populations of less than one million, thus excluding King
County.  Voter approval is required.  To date, 12 counties - Benton, Franklin, Island, Kitsap,
Kittitas, Lewis, Mason, Pierce, San Juan, Spokane, Thurston and Walla Walla - have
adopted the tax.

KING COUNTY BASEBALL STADIUM:  RCW 82.14.0485 provides for a local sales and
use tax of 0.017 percent to be used exclusively for construction of a baseball stadium in
King County (Safeco Field).  The stadium must include a retractable roof and natural turf. 
This tax is not an additional tax for consumers, and it does not change the overall retail
sales/use tax rate.  Rather, the receipts are credited against the state 6.5 percent tax, and
therefore the burden is shifted to the state general fund.  Although the tax receipts are to be
used by a public facilities district, the actual tax must be imposed by the county.  The tax
must be levied by the King County Council; such action was taken in October, 1995.  The
tax was effective on January 1, 1996 and will expire when the bonds for the facility are
retired.  The tax may not be levied after January 1, 2016.

KING COUNTY FOOD/BEVERAGE TAX:  RCW 82.14.360, enacted in 1995, allows
King County to impose a sales/use tax of 0.5 percent on food and beverages sold by
restaurants, taverns and bars.  Receipts of the tax are dedicated to funding of the
professional baseball stadium in Seattle.  The tax is not deductible from the state sales tax
so it increases the overall tax rate on such products to 9.3 percent (within the regional transit
district).  This is the only instance of a sales tax in Washington, the base of which differs
from other taxable items.  The tax is intended to apply to prepared items which are
consumed on-premises; grocery stores and convenience stores are exempt.  The tax was
adopted by the King County Council in October, 1995 with an effective date of January 1,
1996.  The tax will expire when the bonds to finance the facility are retired or no later than
the end of the year 2016.

KING COUNTY FOOTBALL STADIUM:  RCW 82.14.0494 authorizes a local sales and
use tax of 0.016 percent to be used for a stadium and exhibition center designed to house a
professional football team.  The stadium must be an open-air facility which can
accommodate a national football league team and Olympic/World Cup soccer.  Although
the stadium is to be constructed and operated by a public stadium authority, the local sales
tax is levied by the county.  The statute provides the taxing authority to any county, but
because of the restriction limiting the tax to a facility for professional football, the tax is
effectively restricted to King County.  Voters approved the statewide referendum
authorizing the tax in June, 1997 and the tax was first levied throughout King County in
August, 1997.  This tax is not an additional tax for consumers, and it does not change the
overall retail sales/use tax rate.  Rather, the receipts are credited against the state 6.5 percent
tax, and therefore the burden is shifted to the state general fund.  The tax will expire when
the bonds to finance the facility are retired or no later than November, 2020.
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RURAL PUBLIC FACILITIES:  RCW 82.14.370 authorizes rural counties to impose a
local sales/use tax of up to 0.08 percent.  Eligible counties are those with an average
population density of less than 100 residents per square mile; currently 31 counties qualify
under this definition.  The tax receipts may only be used for financing of public facilities,
such as street improvements, bridges, water/sewer systems, etc.  This tax is not an
additional tax for consumers, and it does not change the overall retail sales/use tax rate. 
Rather, the receipts are credited against the state 6.5 percent tax, and therefore the burden is
shifted to the state general fund.  Once a county qualifies and the tax has been levied, it may
continue for up to 25 years.  This program was effective on July 1, 1998 and all 31 eligible
counties are currently levying the 0.08 percent local tax.

ZOO, AQUARIUM & WILDLIFE FACILITIES:  RCW 82.14.400 authorizes a
metropolitan park district, the city of Tacoma and Pierce County to levy a 0.1 percent local
sales/use tax to finance construction and operation of zoos, aquariums, and wildlife
preservation and display facilities, as well as general costs of public parks.  The principal
beneficiary of this tax is the zoo and aquarium at Pt. Defiance Park in Tacoma and the
Northwest Trek facility operated by the Pierce County Metropolitan Park District.  The
Department of Revenue collects this tax with no statutory reimbursement for the state. 
However, the law provides that 1.0 percent of the local receipts for the initial 12 years be
transferred to the state Department of Community, Trade and Economic Development to be
used for community-based housing programs for mentally ill persons.  This local tax statute
was adopted in 1999 and collection began in Pierce County on January 1, 2001.

REGIONAL CENTERS:  RCW 82.14.390, enacted in 1999, establishes a new local
sales/use tax of up to 0.033 percent to finance regional centers.  The tax may be levied by a
public facilities district, created pursuant to Chapters 35.57 or 36.100 RCW, after August 1,
2000.  Regional centers are not defined but are presumed to include convention centers and
special events facilities.  This tax is not an additional tax for consumers, and it does not
change the overall retail sales/use tax rate.  Rather, the receipts are credited against the state
6.5 percent tax, and therefore the burden is shifted to the state general fund.  Authority to
levy the tax is limited to districts that commence construction prior to January 1, 2003. 
Once levied, the tax may remain in place until bonds that finance the facility are retired, but
in no case may the tax be levied for longer than 25 years.  In order to utilize the state-
credited tax receipts, the statute requires that public or private matching funds must be
obtained for the project.  First levied in January, 2001, the tax is currently utilized to fund
nine projects in Lynnwood, Tacoma, Vancouver, Everett, Kennewick, Edmonds, Kitsap
County, Snohomish County, and Yakima.
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Maximum Rate Limit

A new provision, enacted in 2001 as RCW 82.14.410, stipulates that a local sales tax rate
increase enacted after December 1, 2000 must exempt sales of lodging from such local sales
tax, if this tax would cause the combined tax rate on lodging to exceed 12.0 percent or the
actual rate that existed on December 1, 2000 (e.g., 15.2 percent in Seattle).  Included in the
determination of such maximum tax rates are all applicable local sales taxes, the state sales
tax, and the state convention center tax.  The purpose is to honor the maximum limitation on
lodging taxes provided in RCW 67.28.181.  The current impact of this provision is to
exempt lodging sales in King County which are also subject to the convention center tax
(i.e., lodging facilities with 60 or more units) from the increase in the transit tax from 0.6 to
0.8 percent which was effective on April 1, 2001.

Levied by

Cities, counties, transportation districts, public facilities districts, and public stadium
authorities.  Transit districts may be formed by cities, counties, public transportation benefit
areas covering a portion of a county, county transportation authorities, or metropolitan
municipal corporations.

The local sales/use tax is levied by ordinance of the legislative body of the local jurisdiction.
 The city/county tax does not require approval by the voters, although imposition and
increase of the optional 0.5 percent rate and imposition of the criminal justice tax are
subject to potential referendum by the voters.  Referendum petitions must be filed within
seven days of adoption of the ordinance imposing or increasing the optional tax. Within the
next 30 days the petitioner must gather signatures numbering at least 15 percent of the
registered voters of the city or county in order to force a referendum election.  Imposition or
increase of transit, public facility, correctional facilities, high capacity transit, football
stadium and zoo/aquarium tax rates must be approved by the voters of the district.
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CURRENT IMPLEMENTATION OF LOCAL SALES TAXES

Number of Levying Jurisdictions Voter Approval
Local Sales Tax Type City County District     Required  

0.5% basic rate  280   39    --       No
0.5% optional rate  273   36    -- Subj. to referendum
0.1 - 0.9% transit tax    2    2    19       Yes
1.0% high cap. transit   --   --     1       Yes
0.1% criminal justice   --   30    -- Subj. to referendum
0.1% public facilities   --   --     1       Yes
0.1% correction facilities   --  12    --       Yes
0.5% food/beverage tax   --    1    --       No
0.017% baseball stadium*   --    1    --       No
0.016% football stadium*   --    1    -- Subj. to referendum
0.08% rural counties*   --   31    --       No
0.1% zoos   --     1    --       Yes
0.033% regional centers*   --   --     9       No

*credited against the state sales tax; therefore no additional impact for taxpayers.

Recent Distributions ($000)

Calendar   Transit  Criminal   Public
  Year    Cities*  Counties*  Districts   Justice Facilities

2001 $645,921 $259,850 $440,819 $89,378 $5,957
2000 643,142 254,195 392,929 87,954 5,859
1999 596,595 240,190 362,309 78,256 5,518
1998 552,612 228,745 334,985 69,484 5,220
1997 514,340 219,926 310,909 64,673 4,623
1996 479,662 209,745 288,575 60,068 4,923
1995 454,553 209,904 275,719 54,769 4,785
1994 431,798 206,018 261,709 50,642 4,790
1993 410,837 197,073 249,136 37,332 4,325
1992 381,367 191,594 232,301 34,255 3,271

*Basic rate of 0.5 percent and optional rates (up to 0.5 percent).
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Calendar Correction  Regional  King Co. Baseball Football
  Year  Facilities   Transit Food/Drink  Stadium Stadium

2001 $25,419 $210,836 $15,050 $6,671 $6,270
2000 24,464 210,605 14,643 6,782 6,343
1999 21,860 191,707 13,531 6,156 5,758
1998 18,762 178,185 12,671 5,662 5,292
1997 17,463    81,262  10,720 4,743 810
1996 10,867 - -   8,844 3,937 - -
1995 - - - -   - -  - - - -

Calendar    Rural     Zoo/ Regional
  Year  Counties Aquarium  Centers  

2001 $15,073 $7,269 $3,629
2000 14,014 - -   - - 
1999 7,198 - -   - - 
1998 1,815 - -   - - 
1997 - -    - -  - - 

Administration

Department of Revenue.  Local retail sales and use tax is reported in the same manner as the
state tax.  However, retail vendors and persons reporting use tax must code their sales on the
combined excise tax return to one or more of 332 local code areas in which the transactions
take place, so that the Department may return the proper amount of local tax to the
appropriate jurisdictions.

By law, the Department may deduct up to 2.0 percent of the local collections to cover the
state's cost of administration (the fee goes to the general fund, not the Department) for most
of the local sales taxes, except those which are merely credited against the state sales tax. 
The Department has never charged the maximum amount.  For a number of years a
declining fee schedule depending upon the local tax rate was charged.  Since July 1997, a
flat administrative fee of 1.0 percent has been charged to all local jurisdictions.

The law requires that new sales taxes or changes in existing rates may only take place at the
start of a calendar quarter.  Further, the Department of Revenue must be notified by the local
jurisdiction at least 75 days prior to the intended starting date of the tax. This is intended to
allow sufficient time for notification of the affected vendors who collect the tax.
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Distribution of Receipts

The 1.0 percent basic and optional city/county local sales and use tax revenues are used for
general municipal or county purposes.  Some jurisdictions may dedicate a portion of the
receipts to a particular program.  Counties receive all of the basic and optional local tax,
after the state administrative fee is deducted, for transactions that occur in the
unincorporated area of the county, as well as 15 percent of the tax on sales within cities. 
Cities receive only 85 percent of the net proceeds of transactions that occur within their
boundaries.  However, if a city and its county do not levy the same local tax rate, then the
jurisdiction imposing the higher rate receives 100 percent of the net proceeds attributable to
the rate that is in excess of the other jurisdiction's rate.  For example, if a city levies only the
basic 0.5 percent tax, but the county levies the full 1.0 percent tax, then the county gets all of
the revenue from the optional 0.5 percent tax for sales within the city, plus 15 percent of the
revenue from the basic 0.5 percent tax.

Transit district revenue must be used for maintenance, operation and capital purposes of the
transportation system.  The criminal justice tax is distributed as follows:  10 percent goes to
the county and the remaining 90 percent is apportioned to the county and all cities within the
county on the basis of population.  The public facilities tax receipts go to the levying public
facility district to support acquisition, construction and maintenance of the specified facility.
The proceeds of the local taxes for the King County baseball stadium tax go to the public
facilities district in that county for retirement of bonds issued to construct the stadium. 
Similarly, the local tax for the King County football stadium goes to the public stadium
authority in that county.  Correctional facilities tax receipts go to the county that levies the
tax, although counties are encouraged to develop such facilities via joint ventures and co-
locate them on a regional basis.  The 0.08 percent tax for rural public facilities is distributed
to the qualifying counties.  Revenues for the zoo-aquarium tax in Pierce County are used for
funding the zoo/aquarium/wildlife facilities, as well as parks according to a formula set in
the statute.  The tax for regional centers goes to the public facility district that sponsors the
project.

Distributions of local sales/use tax revenues are made each month.  There is a lag of two
months for the distribution in order for tax returns to be submitted and processed.  For
example, sales made during the month of June are reported by monthly taxpayers by the 25th
of July; the local sales tax revenues attributable to such sales are sent to the local
jurisdictions in the middle of August.

The point of sale can be important, because it determines the applicable local tax rate and
which jurisdictions receive the local tax revenues.  Generally, the point of sale and hence the
local revenues are attributable to the location of the retail store where the purchase was
made.  In the case of products which are installed (e.g. carpeting) or construction of
buildings, the tax derives from the location of the installation or construction, not the
location of the seller.
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Exemptions, Credits and Deferrals

Same as the state retail sales and use taxes.

History

The local sales/use tax originated in 1970 when the Legislature authorized cities and
counties to levy a rate of 0.5 percent, effective April 1, 1970.  The "optional" tax of up to an
additional 0.5 percent was authorized in 1982, partly to provide compensation for cities and
counties for the loss in tax revenues from business inventories which became exempt from
personal property tax for taxes payable in 1984.

In 1971, the Legislature established the transit tax, which was initially authorized for only
metropolitan municipal corporations in Class AA counties (King) at a maximum rate of 0.3
percent.  King County Metro implemented the tax, effective January 1, 1973.  Starting in
1974, the transit tax could be levied by any county and in 1975 by other types of transit
districts (e.g., PTBAs and cities).  Also lower rates of 0.1 and 0.2 percent were permitted in
1975.  In 1980, the maximum rate was increased to 0.6 percent for King County and in 1984
other counties or transit districts could also levy up to 0.6 percent.

In 1990 the 1.0 percent tax for high capacity transportation systems and the 0.1 percent tax
for criminal justice programs were adopted.  Initially, the criminal justice tax was limited to
six counties and had to be approved by the local voters.  In 1993 it was broadened to any
county, and instead of prior voter approval the proposition merely had to be subject to
potential referendum by the electorate.  In 1991 the 0.1 percent public facilities tax was
established.  Initially, it was limited to public facilities districts in Spokane County, but in
1995 the authority was expanded to any county.  The 0.017 percent local tax and the King
County food and beverage tax for financing of a baseball stadium in King County and the
0.1 percent tax for correctional facilities were authorized in 1995.  The 0.016 percent tax for
a professional football stadium and the original 0.04 percent local taxes for rural public
facilities were established in 1997.

In 1999 two new local taxes were authorized: the 0.1% tax in Pierce County for zoos and the
0.033 percent state-credited tax for regional centers. The maximum transit tax rate was
increased from 0.6 to 0.9 percent in 2000.

Discussion/Major Issues

The local sales/use tax has become a major revenue source for cities, counties and
transportation districts.  Total collections for all jurisdictions are second in magnitude only
to the property tax.  However, for cities the amount of sales tax nearly equals their property
tax receipts.  (Regular and special property tax levies due in 2001 for all cities equaled $798
million, whereas city receipts of 1.0 percent general local sales tax and the city share of 0.1
percent criminal justice tax amounted to $696 million in the same period).  For county
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government the property tax far outweighs the local sales tax in importance ($1,020 million
in regular and special levies versus $339 million in general local sales tax, criminal justice
receipts, the correctional facilities tax, and the rural counties local sales tax).

Most of the advantages and disadvantages of the state tax apply equally to the local sales and
use tax.  Also, the necessity to code transactions for purposes of the local tax greatly
complicates reporting of the tax, especially for retailers who operate in many locations.

The local sales/use tax is often criticized for the lack of uniformity in revenues among
jurisdictions.  Because population and retail activity are not necessarily distributed
throughout the state in the same manner, there can be large variations in receipts among
jurisdictions.  Statewide average per capita receipts from the basic 0.5 percent tax amounted
to $76.68 for calendar year 2001.  City per capita receipts ranged from $4.31 in Malden to
$549.11 in Medina.  County per capita sales tax receipts (based on unincorporated
population) ranged from $15.23 in Pend Oreille County to $101.18 in King County. 
Interestingly, the city with the highest per capita sales tax revenues, Medina, has very few
retail establishments; but it generates substantial sales tax as a result of residential
construction activity.  The top cities in 2001 per capita sales tax receipts were Medina,
Tukwila ($493.02), Fife ($492.22), Burlington ($377.50) and Issaquah ($346.90).  At the
other extreme, ten small towns had per capita receipts less than $10.

Because of this variation, in 1982 the Legislature established an equalization program to
help mitigate the adverse impact of the sales tax for cities and counties with very low per
capita receipts.  Using state motor vehicle excise tax funds, a distribution was made to those
cities and counties with low per capita receipts from their local sales/use tax.  The county
and municipal equalization statutes are RCWs 82.14.200 and .210.  The formula and
calculations are complex, but basically they provided funds for those jurisdictions that
received less than 70 percent of the statewide average per capita local sales tax receipts
during the previous year.  The equalization calculations were made in January and the
amount was distributed to eligible jurisdictions via payments made near the end of the first
month of each calendar quarter (January, April, July and October).

The local sales tax equalization programs were funded by motor vehicle excise tax revenues.
With the repeal of this tax, effective January 1, 2000, funding for local sales tax equalization
disappeared.  Thus, the program was effectively curtailed in 2000.  For the last full year of
the program, calendar year 1999, equalization payments totaled $36.5 million for cities and
$6.2 million for counties.

A similar equalization program for transportation districts was established in 1994; this
program distributed additional funds to transit districts with low per capita sales and use tax
receipts.  The amount distributed in 1999 was $4.3 million.  Like the city/county
equalization program, the transit district equalization has also ended as a result of the lack of
motor vehicle excise tax funds.
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